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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: .Telemetry Secur'ities , L.L.C. OFFICIAL USE ONLY
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‘NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Gary Purwin L (212) 832-1110
(Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Grant Thornton LLP

(Name - if individual, state last, first, middle name)

60 Broad Street New York N.Y. 10004
(Address) (City) {State) (Zip Code)
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Certified Public Accountant »
(3 Public Accountant ?QOCESS&D
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must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

1, James A. Phillips , , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Telemetry Securities, .L.L.C. ' . , as

of December 31 ' 2003 , are true and correct. I further swear (or affirm) that

neitier the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
clasified solely as that of a customer, except as follows:

/ZMQ Pm

Signature

Swod o0 ‘H’\e, 02‘/"41 day Of F\’,él()aly, dood Chlef Operatlng Officer

FILOMENA DAGNESE Title

Notary Public, State Of New York.
No.01DAGB045780

Qualified In Richmond Counit

Commission Expires July 31, 2004

isreport ** contains {check all applicable boxes):

" (a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

{(d) Statement of @ha{mx){xﬁmmmbﬁmm Cash Flows :

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capltal

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination .of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Notary Bublic

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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(a Delaware limited liability company)

December 31, 2003




> Grant Thornton &

" Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Members of
Telemetry Securities, L.L.C.

We have audited the accompanying statement of financial condition of Telemetry Securities, L.L.C.
(a Delaware limited liability company) (the “Company”) as of December 31, 2003. This financial statement
is the responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and petform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
teasonable basis for our opinion.

In our opinion, the financial statement referred to above presents faitly, in all material respects, the financial
position of Telemetry Securities, L...C., Inc. as of December 31, 2003 in conformity with accounting
principles generally accepted in the United States of America.

A it Tode 187

New York, New York
February 20, 2004

60 Broad Street

New York, NY 10004

T 212.422.1000

F 212.422.0144

© W www.grantthornton.com

Grant Thornton LLP -2 -
US Member of Grant Thornton International
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Telemetry Securities, L.L.C.
STATEMENT OF FINANCIAL CONDITION

December 31, 2003

ASSETS
Securities owned, at market value $ 96,346,894
Receivable from clearing broker 109,283,339
Other 89.000
$205,719,233
LIABILITIES AND MEMBERS’ EQUITY

Liabilities

Securities sold, but not yet purchased, $ 96,209,579
at market value

Accounts payable and accrued expenses ‘ 150,910
Total liabilities 96,360,489
Members’ equity 109,358,744
Total liabilities and members’ equity $205,719,233

The accompanying notes are an integral part of this statement.




Telemetry Securities, L.L.C.
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2003

NOTE A - ORGANIZATION AND BUSINESS

Telemetry Securities, L.L.C., a Delaware limited liability company (the “Company”) is a broker-dealer
registered with the Securities and Exchange Commission (“SEC”) and is 2 member of the American
Stock Exchange, Inc. (“ASE”). The Company was established for the purpose of engaging in
proprietary trading activities using strategies on a global basis in the form of trading in domestic and
foreign securities and other financial insttuments.

The Company’s Manager is Telemetry Investments, L.L.C. (“Investments”). The Company’s members
are Telemetry Fund I, L.P. (“L.P.”) and Telemetry Fund (Cayman) I, Ltd. (“Ltd.”). The investment
objectives and restrictions of L.P. and Ltd. apply to the Company as if those investments were made
directly by L.P. and Ltd. L.P. and Ltd. share in the profits and losses of the Company in proportion to
their respective interests in the Company. Their loss is limited to the amount of their investments.

The Company shall continue until December 31, 2030 unless otherwise sooner dissolved or extended by
Telemetry Investments, L.L.C. in its capacity as managing member of the Company.

As the Company clears all transactions through another broker-dealer, it is exempt from the provisions
of SEC Rule 15¢3-3 in that the Company’s activities are limited to those set forth in the conditions for

exemption appearing in paragraph (k)(2)(i1) of that rule.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions
Securities transactions are recorded on a trade-date basis.
Securities Owned and Securities Sold, But Not Yet Purchased

The Master Fund values securities owned and securities sold, but not yet purchased that are listed on a
national securities exchange or quoted on NASDAQ at the last sale price on the primary exchange on
which such securities are traded or NASDAQ o, if no sale occurs, such security will be valued at the
last “bid” price, or, in the case of short positions, at the last “ask’ price. Over-the-counter securities not
quoted on NASDAQ will be valued at the last “bid” price on that date, o, in the case of short positions,
at the last “ask” price; however, if the Manager in good faith determines that the last sale price does not
reflect the fair value of any security, such security shall be valued at the arithmetic average of the last
“bid” and last “ask” price. A security traded in the non-U.S. markets will normally be valued on the
basis of the closing price quoted in its principal market.




Telemetry Securities, L.L.C.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2003

NOTE B (continued)
Receivable From Clearing Broker

Receivable from cleating broker includes cash held at the clearing broker, Merrill Lynch Professional
Clearing Corporation (the “Clearing Broker™). Substantially all of the Company’s cash and securities are
held with the Clearing Broker. The Clearing Broker provides the Company with securities borrowed
transactions to cover delivery requirements on short securities in exchange for deposits held at the
Clearing Broker.

Income Taxes

No provision fot income taxes has been reflected in the accompanying financial statements since a
limited liability company is not responsible for the payment of Federal income taxes.

Use of Estimates

The pteparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and Labilities and disclosute of contingent assets and liabilities at the date of
the financial statements. Actual results could differ from those estimates.

NOTE C - NET CAPITAL REQUIREMENT

As a registered broker-dealer, the Company is subject to Uniform Net Capital Rule 15¢3-1 of the SEC,
which requires that the Company maintain minimum net capital, as defined, of $100,000 or 6-2/3% of
aggregate indebtedness, as defined, whichever is greater. Net capital and aggregate indebtedness change
from day to day, but as of December 31, 2003, the Company had net capital of $83,999,282, which
exceeded its requirement of $100,000 by $83,899,282. At December 31, 2003, the Company’s ratio of
aggregate indebtedness to net capital was 0.18%. The capital rules of the SEC and the ASE provide that
equity capital may not be withdrawn ot cash distributions paid if resulting net capital would be less than
the minimum requitements. Additionally, the capital rules of the SEC and ASE also provide that the




Telemetry Securities, L.L.C.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2003

NOTE C (continued)

Company must promptly notify the SEC and the ASE about the withdrawal(s) of equity capital
assuming such withdrawal(s) exceed(s) certain percentages of the Company’s excess net capital.

Proprietary accounts held at the Cleating Broker (“PAIB assets”) are considered allowable assets in the
computation of net capital pursuant to an agreement between the Company and the Clearing Broker
which requires, among other things, that the Clearing Broker perform a computation of PAIB assets
similar to the customer reserve computation set forth in Rule 15¢3-3.

NOTE D - CAPITAL ACCOUNTS

The Company maintains a separate capital account for each member. The capital accounts are
comprised of initial and subsequent conttibutions less any withdrawals made during the period. The
Manager of the Company may admit additional members or capital contributions on the first day of
each fiscal quarter or at such time as the Manager in its discretion sees fit. Each member has the right to
withdraw, within 45 days of giving prior written notice to the Manager, its Capital Account Balance, as
defined, from the Company effective as of June 30 or December 31 of any fiscal year occurring on or
after the first anniversary of the initial capital contribution.

NOTE E - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
CONCENTRATIONS OF CREDIT RISK

In the normal course of business, the Company uses various financial instruments as part of its
strategies to meet its investment objectives. The execution, settlement and financing of these

transactions may result in off-balance-sheet risk or concentration of credit risk.

The Company may be exposed to a risk of loss not reflected in the statement of financial condition for
securities sold, but not yet purchased, should the value of such securities rise. The Company’s principal
activities are subject to the risk of counterparty nonperformance.

NOTE F - SUBSEQUENT EVENTS

Effective January 1, 2004, the Company had pending withdrawals of approximately $4,100,000.
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INDEPENDENT AUDITORS’ SUPPLEMENTARY
REPORT ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17a-5

TELEMETRY SECURITIES, L.L.C.

December 31, 2003




Grant Thornton &

N
Al

.Accountants and Business Advisors

INDEPENDENT AUDITORS’ SUPPLEMENTARY REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Members of
Telemetry Securities, L.L.C.

In planning and performing our audit of the financial statements of Telemetry Securities, L.L.C. (the
“Company”) for the year ended December 31, 2003, we considered its internal controls, including control
activities for safeguarding securides, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in tule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making the quartetly securities examinations, counts, verifications and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedutes referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
of the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded propetly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 172-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

60 Broad Street
New.York, NY 10004

T 212.422.1000

F 2124220144

W www.grantthornton.com

Grant Thornton LLP - 2 -
US Member of Grant Thornton International
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Because of inherent limitations in internal control or the practices and procedures referred to above, errors
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might
be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A matetial weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving internal control, including control activities for safeguarding securities, that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report ate considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2003, to meet the SEC’s objectives.

This report is intended solely for the information and use of the members and management of the
Company, and the SEC, the American Stock Exchange, Inc., and other regulatory agencies that rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other than these specified parties.

A ATy 117

New York, New York
February 20, 2004
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